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Department-Store Organization 


O. PRESTON ROBINSON 


Traditional organization set-ups for department stores are being subjected 
to careful review today. The plan of organization here presented is based 
upon a clear recognition of the essential functions of a retail business. 


Retailers, during the past few months, 
have exhibited a keen interest in the 
question of department-store organiza- 
tion. Such unusual attention to this 
basic merchandising problem may be 
attributed to two causes. One of these 
is that several suggestions, which would 
alter drastically the old time-honored 
four-divisional plan, have been made re- 
cently and have been given considerable 
publicity. Two of the speakers at the 
June convention of the National Retail 
Dry Goods Association and a joint 
resolution taken at a recent convention 
of the National Retail Credit Association 
recommended important changes affect- 
ing the arrangement and relationship of 
responsibilities. 

The fundamental reason for this 
renewed interest in organization, how- 
ever, is that the conditions of the past 
few years have revealed the need for a 
more economical and effective structural 
set-up. As a result, progressive stores 
in every section of the country have 
found it necessary to alter conventional 
lines of authority and to combine or 
eliminate many established respon- 
sibilities. 


Although there are a number of differ- 
ent types of department-store organiza- 
tion, the best known and probably the 
most widely accepted is the plan sug- 
gested by Mr. Paul M. Mazur in 1927 
which sets up, under general manage- 
ment, the four major functional divisions 
of merchandising, control, publicity, and 
store operation. Although this arrange- 
ment offers many advantages, it has 
been subjected to several criticisms, some 
of which are fundamental. The most 
important limitations of this plan and its 
detailed set-up of activities are: 

1. In its functional set-up, it fails to 
provide adequately for the accomplish- 
ment of the basic purposes of the 
business. 

2. It neglects the selling phase of the 
business which lacks unified organiza- 
tion and definite responsibility. 

3. It is too cumbersome and special- 
ized for small-store adoption. 

4. It misinterprets the proper rela- 
tionship to the organization of certain 
important store-wide activities. 

To comprehend fully the significance 
of these criticisms it is necessary to point 
out that the definition of organization is 
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that relationship that exists between the 
functions of a business, and that its 
reason for existence is to provide effec- 
tively for the accomplishment of the 
purposes of the business. 

No one is inclined to dispute the state- 
ment that the basic reasons for the 
existence of a retail store are to buy and 
to sell merchandise profitably. Under 
the four-functional plan of organization 
and other plans similar to it the large 
department store has become a special- 
ized buying and merchandising! institu- 
tion while the selling side of the business 
has been left unorganized and disjointed. 
Active selling responsibility has been 
divided over at least three of the four 
divisions, those of merchandising, pub- 
licity, and store operation. The de- 
partment manager or “buyer,” often 
unable to become an expert in both 
selling to the consumer and buying from 
the producer, has elected, as his usual 
title implies, to snecialize in the buying 
angle. Publicity, one method of sales 
promotion, has been effectively divorced 
from its better half, that of personal 
selling. Personnel, admittedly a special- 
ized store-wide activity concerned with 
the selection, placement, and main- 
tenance of people throughout the entire 
organization, has been shunted down 
under the functional control of a single 
divisional head. All of these develop- 
ments have resulted in an organization 
unsuited to the needs of modern large- 
scale retailing. 


1The Committee on Terminology of the 
National Association of Teachers of Marketing 
had defined merchandising as the adjustment 
of goods produced or offered for sale to customer 
demand. 


A PLAN OF ORGANIZATION FOR LARGER 
DEPARTMENT STORES 


If good organization sets up the proper 
relationship between the functions of a 
business, the first problem in organiza- 
tion is to determine what the major 
functions are. Buying and selling have 
been pointed out already as the chief 
purposes of the department store, but to 
perform these successfully certain facilit- 
ating or operating activities are necessary 
together with the function of administra- 
tion. A careful analysis of the types of 
jobs performed in a large store reveals 
that they fall quite naturally into these 
four major classifications: 

1. Those connected directly with the 
buying and merchandising func- 
tion 

2. Those concerned with the selling 
function 

3. Those involved in the physical 
operation and maintenance of 
the store 

4. Those which are primarily of a 
general or administrative nature 

These four groups of activities com- 
prise the four major functions of a large 
store and should form the basis of the 
organization structure. The plan sug- 
gested here (see page 67) is built around 
these functions and provides for the 
proper relationship between them. 


THE LOGIC OF THIS ARRANGEMENT OF 
RESPONSIBILITIES 


This form of organization, although 
not unknown in the chain-store field, 
suggests some rather sweeping depar- 
tures from the customary line-up of 
authority in department stores. It of- 
fers, however, many advantages, the 
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SUGCESTED FLAN OF ORCANIZATION 
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most important of which are the 
following: 

1. It sets up an organization that 
recognizes the real functions of a store 
and provides for their accomplishment. 

2. It unifies and strengthens the sell- 
ing activities by bringing them alto- 
gether in one division of the organization. 
Although there are those who argue that 
buying and selling should not be sepa- 
rated, actually, in large stores, the two 
functions require different types of abili- 
ties which it is difficult to find in the 
same person. It is difficult for depart- 





ment managers, except in certain spe- 
cialized lines, to become experts in both 
buying and selling. 

3. It distinguishes properly those ac- 
tivities which have a genera! staff rela- 
tionship to the organization by placing 
them under the function of administra- 
tion. For example: 

a) The scope of research and planning 
is storewide. This activity is an aid to 
administration and must not only cope 
with those broad general problems af- 
fecting the entire organization, but must 
be set up so that it can move quickly 


ce SY Ps EL 


iii ca ee 


Sh 


A eh ROT 


nl AIRMEN 








68 JOURNAL OF RETAILING 


into any specific phase of the business c) The personnel activity is likewise a 
and deal with special problems that specialized job applying with equal im- | 
arise. portance to every phase of the organi- 
b) General expense and merchandise ization. No one division is more con- 
budgeting is also a job of general manage- cerned with its work than are the 
ment, Where a budget director exists others and to place it under the divisional 
he should report to the administrative control of any one of the major execu- | 
function. Regardless of arguments to tives is a misinterpretation of its real 
the contrary, in the final analysis the _ relationship. 
general budgets are determined by gen- d) Record keeping, financing, and con- 
eral management. trolling are additional administrative 
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jobs and although their performance 
requires the services of large numbers of 
people they should not be given a func- 
tional relationship in the organization. 

4. It lessens the scope of responsi- 
bilities of the store operation manager by 
relieving him of those duties which are 
properly a part of the function of ad- 
ministration. 


A PLAN OF ORGANIZATION FOR SMALLER 
STORES 


Good department-store organization 
must recognize the difference between 
the needs of the large and the small 
store. Due to its nature, the smaller 
store requires a simpler form of organi- 
zation and one which provides for less 
specialization. In the smaller store 
there is probably a real need for the 
centralization of the buying and selling 
activities. Managers in these stores 


have a closer, more direct contact with 
their customers and the department 
managers should be responsible for both 
buying and selling. 

A plan of organization for smaller 
stores is suggested on page 68. Outside 
of the variation discussed above the 
plan will be seen to be similar to the 
one suggested for larger stores. 

There is no intention, in this short 
space, to establish a complete case for 
either of these two new plans. The vari- 
ations from the conventional method that 
they suggest are of such significance as 
to warrant a much lengthier justifica- 
tion. It is believed, however, that al- 
though there are some real objections to 
such arrangements of responsibilities, 
these objections can be met and that a 
careful consideration of the plans will 
reveal their many advantages. 


The Law of Averages in Merchandising 


Whenever a merchant deals with 
people in large enough numbers, he is 
forced to rely upon the fact that human 
actions—the things people like and dis- 
like, the things they will do and will 
not do—are subject to the operation of 
the law of averages. Each one of his 
many customers is unlike every other 
customer in minor respects, but all are 
so closely akin that he cannot concern 
himself with occasional individual ex- 
ceptions. Individual persons are apt 
to be eccentric and capricious, but groups 
of people are remarkably consistent and 
dependable. The actions of masses of 
people are so definitely governed by the 
law of averages that the insurance 
business is based on mathematical tables 


of human conduct.! Similarities in 
physical nature, in environment, and in 
education cause them to react in uniform 
ways to like influences. Habit causes 
them to do—or refuse to do—the same 
things with surprising regularity. 
Practically every human action is in- 
fluenced in one way or another by habit. 
As Kenneth Goode so expressively puts 
it, “the strongest and most universal of 
all human habits is that of turning 
everything into a habit.”’ Habit causes 
people to shop regularly in the same few 
stores, to visit the same few depart- 


1 For an interesting discussion of this point see Kenneth 
M. Goode, Manual of Modern Advertising (New York: 
Greenberg, Publisher, Inc., 1932), pages 48, 57, and 90. 


(Continued on page 78) 
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Price Correlation of Women’s Apparel in 
Department Stores 


JOHN W. WINGATE AND HERMAN LEVINSON 


The price relationships between different articles of women’s apparel have 

been determined by checking the charge accounts of 500 customers. Here ts a 

scientific approach to the problem of appealing to the varied needs of indi- 
vidual customers. 


The purpose of this investigation is 
to discover the prices that the same 
customers pay for different articles of 
women’s outer apparel and to determine 
the practicability of codérdinating price 
lines in allied departments. It has also 
been found that customers in their buy- 
ing habits will purchase a dress in one 
store, a coat in a second, shoes in a 
third, and accessories in still a fourth. 
This may be due to the fact that each 
store is superior to the others in that 
one line of merchandise. The probabili- 
ties are, however, that the purchaser of 
a dress in one store finds that the prices, 
qualities, and styles of allied apparel in 
that store do not fit her wants. This 
study is attempting to determine 
whether or not the price a_ typical 
customer pays for one type of goods 
bears any definite relationship to the 
amount she pays for other items. It 
should prove of value in showing cus- 
tomer habits in purchasing related items. 
The practical question is whether or not 
stores are appealing to different pur- 
chasing groups in allied departments. 
Can the store better codrdinate depart- 
ments so that an individual customer will 
find it to her advantage to buy in many 
of them? 


70 


ONE STORE STUDIED 


This study has been made with the 
coéperation of one of New York’s lead- 
ing department stores. The store has 
allowed its charge records to be analyzed 
without restriction. This study covers 
five hundred active accounts. Only ac- 
counts having a number of women’s 
apparel purchases recorded were used, 
since only these could give a trend. 
The period covered for each account 
varies from three months to an entire 
year, but in each case includes November 
1933. Enough transactions were ana- 
lyzed in every case to obtain a complete 
picture of each customer’s account. 

While five hundred accounts are not a 
large sample compared to the average 
number of bills sent each month by this 
store, it does represent about 5 per cent 
of the active accounts in the departments 
considered. In this store about 30,000 
charge customers are sent bills each 
month. Of this number, approximately 
one third buy in enough departments to 
be of use in this study. Therefore, five 
hundred representative accounts are be- 
lieved to be an adequate percentage. 

Due to the fact that one particular 
store’s accounts have been used as a 
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basis for this investigation, this study 
will necessarily have certain aspects of 
particular interest to this store. Never- 
theless, the general conclusions of the 
consumer habits studied may prove ap- 
plicable and useful in correlating price 
lines in other department stores as well. 


SETTING PRICE ZONES 


In the interests of simplicity the 
analysis was limited to the following 


merchandise managers’ suggestions. 
Each price limit was set only after at 
least 75 per cent of the sources of infor- 
mation indicated agreement. Table I 
gives the limits of the price zones finally 
agreed upon. 

The problem of determining what one 
customer would pay for allied apparel 
was solved by analyzing the customers’ 
charge records and finding what she 
actually paid. 


TABLE I 
PRICE-ZONE TABLE 
AA A B Cc 
NEN. (So Cea ao ce tate $100-$300 $70-$100 $41-$69 $19-$40 
TES a eae Per eee $41-$75 $20-$40 $12 .51-$19.95 $12.50 and less 
Era ae, ee $11-$20 $6-$10.95 $3-$5 .95 $2.95 and less 
SEES ene e eves Over $10.50 $6-$10.50 $5.95 and less 
NNO cc. s cc ese ex anes $1.26-$2.00 86¢-$1.25 50¢-85¢ 


five related items: coats (winter), dresses, 
hats, shoes, and hosiery. The next step 
was to set up price zones for each item. 
Four price classifications for five re- 
lated items were set up. The luxury 
class, or AA group, is deemed advisable 
in coats, dresses, and hats, due to the 
very high price that some customers are 
willing to pay for a name that denotes 
fashion preéminence. Two dresses may 
be identical in material, yet one fash- 
ioned by Chanel will sell for many times 
the price of one of similar material with- 
out a_ well-known name. The next 
group is the high-income group and is 
called the A classification; following this 
comes the medium, or B group, and 
finally the low-purchasing group, or C 
classification. 

The price limits for these classifica- 
tions were determined after a careful 
study of the recent Polk survey of the 
New York area. Other data on price 
zones studied were the best selling lines 
of the store, buyers’ opinions, and 


TABULATING RESULTS 


In recording the 500 accounts, tables 
were set up for each classification (see 
Table II). These tables were used for 
checking for each customer the price 
zone in which each purchase belonged. 
For example, a customer may have 
paid $42.50 for a fall coat in November. 
She would then be checked in the B 
group under “‘coats.”’ During the same 
month she may have purchased a hat 
for $6.75. This fact would classify her 
in the A group under “hats.” The next 
move would be to check up this same 
customer’s account for the month pre- 
vious—October. Here it may be found 
that she bought a dress at $14.95; she is 
accordingly classified in the B group 
under “dresses.” It may further be 
found that she bought shoes at $10.95 
and hose at 95 cents and also at 85 
cents. She is checked in the A group 
for “shoes,” and for “hosiery’’ in the 
B group as well as in the C group. A 
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similar procedure was followed for the 
other months. 

Of course, not all accounts purchased 
all five types of apparel. Many cus- 
tomers shopped in but one department 
of the store, others bought in two or 
more departments. However, an at- 
tempt was made to select for analysis 
accounts that showed considerable ac- 
tivity in a number of lines under 
consideration. 

Before tabulating results, it was neces- 
sary to determine just what was to be 


coats were analyzed to determine to 
what extent they bought inexpensive, 
medium priced, or expensive dresses. 
While many relationships could have 
been determined, for purposes of this 
report only the following are included: 

1. Coats and dresses 
. Coats and hats 
Coats and shoes 
Dresses and hats 
Dresses and shoes 
. Hats and shoes 
Shoes and hosiery 
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TABLE II 


TABULATION OF PURCHASES 


Coais Dresses 
A 

a B J of 

Account No. . i : = 
01987 & 
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found that would be of use. In other 
words, would it be of value to know what 
an A group buyer of a coat will pay for 
adress? Willshetradeup tothe AAclass 
or will she buy her dress in the A, B, or 
C group; and what is the tendency in 
purchasing hats and shoes? 

The facts as accumulated in Table II 
were tabulated so as to show the typical 
price patterns that customers follow in 
buying the apparel under consideration. 
For example, the dress purchases of all 
women buving C class, or inexpensive, 
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COATS AND DRESSES 


Table III gives the findings in regard 
to coat purchasers who also purchased 
dresses. Of 121 coat customers only 
77, or 64 per cent, bought dresses in the 
store. Fourteen of these bought A 
coats (above $70) and of these 14, one 
half bought A dresses (above $20); 
the other half bought B and C dresses 
(under $20). Other portions of the 
table may be similarly interpreted. 

It may be concluded from this table 
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that women who pay more than $70 for 
a coat generally pay over $12.50 for a 
dress and that perhaps half of them 
pay over $20. Women that pay be- 
tween $40 and $70 for a coat tend to 
pay between $12.50 and $20 for a dress, 
but a rather large number of this group 
traded down, paying less than $12.50 


campaign on dresses provided the dress 
stock is properly coérdinated with the 
coats, not only in price, but also in colors, 
sizes, and details of style. 

Again, since 32 out of 77 women who 
bought both coats and dresses paid less 
than $40 for the coat and less than 
$12.50 for the dress, it is important to 


TABLE III 


COATS AND DRESSES 


Customers Number of 
Price zones of coats in pies | pend po a 
one bought dresses 
Over $100 s 5 
(AA) 
$70-$100 17 8) 
(A) 
Total over $70 25 14 
(AA plus A) 
$41-$69 34 23 
(B) 
$40 and under 62 40 
(C) 
Totals 121 77 


for dresses. Those who spent less than 
$40 for a coat spent less than $12.50 for 
dresses. The amount spent for a coat 
is roughly three to four times the amount 
spent for a dress, although there are 
many variations. 

Another interesting point is the fact 
that one third of the coat customers did 
not buy dresses in the store. These 
should be susceptible to a direct-mail 


Distribution of dress purchases by price tone 


Zone Number Per cent 
(AA) Over $40 2 40.0 
(A) $20-$40 2 1) 0 
(B) $12.50-$20 1 20.0 
(C) $12.50 and less 0 0.0 
$20-$40 3 as. 
$12.51-$20 5 55.5 
$12.50 and less 1 11.2 
$20 and over 7 50.0 
$12.51-$20 6 42.8 
$12.50 and less 1 re 
$20 and over 3 13.0 
$12.51-$20 11 47.8 
$12.50 and less 7) 39.2 
$20 and over 0 0.0 
$12.51-$20 8 20.0 
$12.50 and less 32 80.0 
$20 and over 10 13.0 
$12 .51-$20 25 32.0 
$12.50 and less 42 55.0 


carry complete as well as coérdinated 
stocks in these lower price ranges. 


COATS, HATS, AND SHOES 


The prices paid by coat customers for 
hats and shoes bring out some important 
facts (see Tables IV and V). There is 
a very definite tendency for buyers of 
coats costing over $70 to spend more 
than $6 for a hat and more than $10.50 
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for shoes. Half the buyers of coats 
costing over $100 paid over $11 for hats. 

Customers paying between $41 and 
$69 for a coat tend to spend between 
$3 and $5.95 for hats and $6 to $10.50 
for shoes, but there is more variation 
in this group than in the group buying 
expensive coats. 

Customers paying $40 or less for a 
coat generally spend less than $3 for a 
hat and less than $5.95 for shoes but 
over a third of this group tend to trade 
up on both hats and shoes, paying fre- 
quently more than $3 for a hat and more 
than $6 for shoes, but there is a greater 
tendency to trade up on shoes than on 
hats (see Table VI). Coat prices aver- 
age more than ten times the price of 
hats and more than six times the price 
of shoes. 


Table VI shows the relationship be- 
tween hat and shoe prices, without con- 
sidering coats. About twice as much 
is paid for shoes as for hats but many 
buyers of cheaper hats buy relatively 
better shoes. However, the buyers of 
expensive hats pay almost as much for 
hats as they do for shoes. It may be 
concluded that the spread between hat 
and shoe prices decreases in the higher 
income ranges. 

Forty per cent of the coat customers 
did not buy hats in the store; 55 per 
cent did not buy their shoes there; and 
45 per cent of the hat customers did not 
buy their shoes in the same store. The 
coat and dress departments seem to be 
better coérdinated than the coats and 
hats, the coats and shoes, and the hats 
and shoes. 


TABLE IV 
COATS AND HATS 
‘ r aw mop Fone kM Distribution of hat purchases by price sone 
vice 2 of coal inci . yee 
ci lars dance ~ =r Fac Sl Zone Number Per cent 

Over $100 8 6 (AA) $11-$20 4 66.7 
(AA) (A) $6-$10.95 2 33.3 
(B) $3-$5.95 0 0.0 
$70-$100 17 8 $6-$10.95 4 50.0 
(A) $3-$5.95 2 25.0 
(C) $2.95 and less 2 25.0 
Total over $70 25 14 $6-$20 10 71.0 
(AA plus A) $3-$5 .95 2 14.5 
$2.95 and less 2 14.5 
$41-$609 34 23 $6-$10.95 5 4 ie | 
(B) $3-$5.95 10 43.5 
$2.95 and less 8 34.8 
$40 and under 62 35 $6-$10.95 2 5.6 
(C) $3-$5 .95 12 34.4 
$2.95 and less 21 60.0 
Totals 121 72 $6-$20 17 23.6 
$3-$5.95 24 33.3 


$2.95 and less 31 43.1 
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DRESSES, HATS, AND SHOES 


Table VII shows the price relation- 
ship between dresses and hats and 
Table VIII between dresses and shoes. 
The dress and hat departments show the 
best correlation among the departments 
studied. Three fourths of the dress 


41 per cent paying between $3 and $5.95 
for hats and 55 per cent between $6 
and $10.50 for shoes. 

The majority of customers buying 
dresses for less than $12.50 pay less 
than $3 for a hat and less than $6 for 
shoes although 40 per cent pay between 
$3 and $5.95 for hats and 34 per cent 


TABLE V 
COATS AND SHOES 


Cusiomers Number of 
buying coats coat customers 


Price zones of coats - 
zones of co in each price who also 


zone bought shoes 

Over $100 8 4 
(AA) 

$70-$100 17 12 
(A) 

Total over $70 25 16 
(AA plus A) 

$41-$69 34 20 
(B) 

$40 and under 62 18 
(C) 

Totals 121 54 


customers also buy hats in the same 
store, but only 36 per cent of the dress 
customers buy shoes in the store. 
Customers who pay over $20 for a 
dress pay generally over $6 for a hat 
and over $10.50 for shoes. Customers 
who pay between $12.50 and $20 for a 
dress vary considerably in what they 
will pay for hats and shoes. Some 
trade up and more trade down with 


Distribution of shoe purchases by price zone 


Zone Number Per cent 
(A) Over $10.50 4 100.0 
(B) $6-$10.50 0 0.0 
(C) $5.95 and less 0 0.0 
Over $10.50 8 66.7 
$6-$10.50 3 25.0 
$5.95 and less 1 8.3 
Over $10.50 12 75.0 
$6-$10.50 3 18.8 
$5.95 and iess 1 6.2 
Over $10.50 6 30.0 
$6-$10.50 10 50.0 
$5.95 and less 4 20.0 
Over $10.50 1 5.5 
$6-$10.50 7 38.9 
$5.95 and less 10 55.6 
Over $10, 50 19 35.0 
$6-$10.50 20 37. 
$5.95 and less 15 28.0 


up to $10.50 for shoes. Should a store 
sell dresses only up to $12.50, it should 
avoid hats above $6, but it might carry 
profitably a small line of shoes above 
$10.50. 

Customers of hats pay about four 
times as much for dresses although there 
is less spread in the moderate price zones. 
Again about twice as much is spent for 
dresses as shoes. 
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SHOES AND HOSIERY 


The shoe and hosiery departments 
should be closely related but 30 per 
cent of the shoe customers failed to buy 
their hosiery in the store. Relatively 
more of the customers of the medium- 
priced and expensive shoes patronized 
the hosiery department than did the 
customers for cheap shoes (see Table IX). 
In the case of those who buy in both 
departments, there is no evidence that 
those who pay high prices for shoes 
also pay high prices for hosiery. Almost 
70 per cent of the customers who spent 
more than $10.50 for shoes spent less 
than $1.26 for hosiery. The majority 
of customers who pay more than $6 
for shoes pay between 86 cents and $1.26 


for hosiery. The purchasers of shoes 
under $6 generally pay less than 86 cents 
for their stockings. Shoe prices are 
about ten times hosiery prices with less 
spread in the higher ranges. 

Other conclusions of general interest, 
or of importance to the store considered, 
can be determined from a careful study 
of the tables. 

While the number of customers stud- 
ied is not large enough to make the 
findings conclusive, the study does show 
that there are fairly clearly defined rela- 
tionships between prices paid by cus- 
tomers for different articles of apparel. 
The store that can determine these ac- 
curately for its own customers is in a 
position to present in all departments 


TABLE VI 
HATS AND SHOES 
Customers Number of Distribution of shoe purciases hy price sone 

ital hake buying hats hat customers ? 

tm cack price h nage Digested Zone Number Per cent 
zone ought saoes 

$11-$20 31 14 (A) Over $10.50 12 85.7 
(AA) (B) $6—-$10.50 2 14.3 
(C) $5.95 and less 0 0.0 
$6-$10.95 48 26 Over $10.50 15 57.6 
(A) $6-$10. 50 8 30.7 
$5.95 and less 3 1.7 
Total over $6 79 40 Over $10.50 27 67.5 
(AA plus A) $6-$10.50 10 25.0 
$5.95 and less 3 73 
$3-$5 .95 84 51 Over $10.50 21 41.2 
(B) $6-$10. 50 21 41.2 
$5.95 and less 9 17.6 
$2.95 and less 142 78 Over $10.50 12 15.4 
(C) $6-$10.50 26 33.4 
$5.95 and less 40 $1.2 
Totals 305 169 Over $10.50 60 35.5 
$6-$10. 50 3.7 
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TABLE VII 


DRESSES AND HATS 


Customers Number of Distribution of hat purchases by price zone 


. buying dresses dress customers 
Price zones of dresses . ; é 
- — Peat Zone Number Per cent 

$41-$75 25 18 (AA) $11-$20 11 61.2 
(AA) (A) $6-$10.95 6 33.3 
(B) $3-$5.95 1 5.5 
(C) $2.95 and less 0 0.0 
$20-$40 36 21 $6-$10.95 14 66.7 
(A) $3-$5 .95 7 33.3 
$2.95 and less 0 0.0 
Total over $20 61 39 $6-$20 31 79.5 
(AA plus A) $3-$5_.95 8 20.5 
$2.95 and less 0 0.0 
$12.51-$19.95 116 82 $6-$10.95 19 23.1 
(B) $3-$5 95 34 41.4 
$2.95 and less 29 35.5 
$12.50 and less 160 133 $6-$10.95 4 3.0 
(C) $3-$5.95 53 39.8 
$2.95 and less 76 57.2 
Totals 337 254 $6-$20 54 21.2 
$3-$5.95 95 37.4 
$2.95 and less 105 41.4 


TaBLeE VIII 


DRESSES AND SHOES 


Customers Number of 
‘ sp . Distributio 


Price sones of dresses buying dresses dress ¢ ogee n of shoe purchases by price zone 
" pe! aa } anil shed Zone Number Per cent 
$41-$75 25 20 (A) Over $10.50 16 80.0 
(AA) (B) $6-$10.50 4 20.0 
(C) $5.95 and less 0 0.0 
$20-$40 36 17 Over $10.50 16 94.2 
(A) $6-$10.50 1 5.8 
$5.95 and less 0 0.0 
Total over $20 61 37 Over $10.50 32 86.5 
(AA plus A) $6-$10.50 5 13.5 
$5.95 and less 0 0.0 
$12.51-$19.95 116 39 Over $10.50 8 20.1 
(B) $6-$10.50 21 54.9 
$5.95 and less 10 25.0 
$12.50 and less 160 44 Over $10.50 4 9.1 
(C) $6-$10.50 15 34.1 
$5.95 and less 25 56.8 
Totals 337 120 Over $10.50 44 36.7 
$6-$20 41 34.2 
$5.95 and less 35 29.1 
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goods that will appeal in price to the 
same customer. 

An outstanding potential advantage 
of a department store is the fact that 
many lines of merchandise are assembled 
for the convenience of the shopper. 


This study indicates that in even a well- 
operated store many customers do not 
avail themselves of this convenience. A 
knowledge of coérdinating price zones 
is the first step to a fuller realization 
by the store of its natural advantage. 


TABLE IX 


SHOES AND HOSIERY 


Price zones of shoes 


Customers 
buying shoes 
in each price 


Number of 
shoe customers 
who also 








en 
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sone bought hosiery 
Over $10.50 86 65 
(A) 
$0-$10.50 69 53 
(B) 
$5.95 and less 82 47 
Totals 237 165 


Distribution of hosiery purchases by price sone 


Zone Number Per cent 
(A) $1.26-$2 20 30.8 
(B) 86¢-$1.25 31 47.7 
(C) 50¢-85¢ 14 i 
$1.26-$2 14 26.8 
86¢-$1.25 34 63.5 
50¢-85¢ 5 9.7 
$1.26-$2 3 6.4 
86¢-$1.25 4 8.5 
50¢-85¢ 40 85.1 
$1.26-$2 37 22.4 
86¢-$1.25 69 41.8 
50¢-85¢ 59 35.8 


The Law of Averages in Merchandising 


(Continued from page 69) 


ments, at about the same time of day 
on the same days of the week, to insist 
upon being served by the same sales- 
clerks, to pay customary prices for the 
same number of units of the same kinds 
of merchandise that have proved satis- 
factory in previous use, and, as usual, 
to have the merchandise delivered. 
Habit exerts such a powerful influence 
over people’s buying activities and 
service requirements that it is the 


foundation upon which every successful 
business must be built. No merchant 
can hope to operate a successful store 
unless he utilizes all available means to 
learn, first, the current buying habits, 
prejudices, and service requirements of 
his present and prospective customers 
and, second, the changes in demand that 
are occurring slowly, but irresistibly. 


C. M. E. 
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The Hecht Month Promotion 


JAMEs Rotrto 


A store that has been very successful in coérdinating selling effort tells how 
it is done. 


Take a dash of mob psychology, add 
an assortment of merchandise, shake 
until good and hot, and you have the 
formula of a store-wide sale. 

After all, every store has more or less 
the same merchandise to sell at pretty 
nearly the same prices day in and day 
out, and it takes something more than a 
cut price for a sale to get the public 
stirred up. Some stores attempt to do 
this by extravagant statements in news- 
paper advertising which are only par- 
tially believed by the reading public. 
Others put the rah-rah spirit into their 
employees so that the customers feel 
tense excitement, as soon as they set 
foot into the store—that “‘on your toes,” 
feeling of something going on. 


DEVELOPING ENTHUSIASM 


Like many other stores, we have had 
our usual quota of sings and depart- 
mental meetings, but we felt, neverthe- 
less, that there was a reluctance on the 
part of our employees to participate in 
these affairs of their own free will. One 
year our general merchandise manager 
and vice president visited his sons at 
their summer camp and came back with 
a glowing story of the marvelous spirit 
of competition shown by these youngs- 
ters in participating and competing in 
the various camp events. ‘You should 
see them,’’ he enthused, “running, swim- 
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ming, and jumping as if their very lives 
depend on it, all for the sake of a pin or 
a medal. Gee, if we could only get that 
sort of spirit in this store.” And that 
was the inspiration of our store-wide 
blue-and-white contests during Hecht 
month. 

First of all we divided the store into 
two teams—the blues and the whites— 
with the blues led by the general store 
manager and the whites led by the 
general merchandise manager. Each 
leader appointed a general staff in true 
military fashion, consisting of colonels, 
captains, and lieutenants. Then the 
fun began. 

Several days before the opening day 
of Hecht month, which runs throughout 
October, all members of the store, in- 
cluding nonselling as well as selling 
employees, stock boys as well as buyers, 
porters as well as truck drivers, were 
notified whether they were blues or 
whites and given a button accordingly. 

Points were set up for attendance for 
each side, as well as for singing, and it 
was a revelation to find the high per- 
centage of our employees who came down 
a half hour earlier to run up points for 
their side. Even men and women who 
had time off because of NRA hours came 
in specially at 8.30, for instance, to add 
points to their team. 

Each side used a great deal of ingenuity 
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in working up team spirit by writing 
rousing lyrics for their songs, sung to the 
tunes of popular music. These sings are 
riotous affairs during Hecht month. 
Long speeches are taboo and the entire 
time is given over to lusty singing of 
campaign songs and strong yells led by 
the respective cheer leaders that leave 
the spectators almost as exhausted as 
the participants. 


POINTS FOR PRODUCTION 


Of course, after the shouting and yell- 
ing is over, it is necessary to divert some 
of the enthusiasm into actual work. 
That is accomplished by setting up 
specific points for sales, for billing post- 
ings, for new accounts, for want slips, 
for accuracy in deliveries, and all the 
other multitudinous duties of a busy 
department store. Sports count for 
points, too, and teams are set up from 
the respective blues and whites which 
battle for honors in baseball, golf, swim- 
ming, bowling, and even bridge. 

To keep up interest a barrage of 
bulletins is shot at the people day after 
day by the general staff of each “‘army.”’ 
Their forces are urged to sell more 
goods, wrap more packages, post more 
bills, and deliver more packages—all to 
gain team points. 

Drama has its place in Hecht month, 
too. At one of the morning meetings, 


for example, a skit was presented in true 
theatrical fashion. 

If there is any bad side to this sort ot 
contest, it might be the fact that so 
much feeling is stirred up that personali- 
ties become involved and accusations fly 
back and forth. This causes a lot of 
merriment to the bystanders, but seems 
pretty serious at the moment to the 
participants. After the contest, though, 
everything is forgotten and we are all 
friends again. 


THE FINALE 


The finale is reached after all the 
figures are in and the month is over, with 
a big affair given at a leading hotel to 
the winning side, followed by an evening 
in an outside auditorium to which the 
whole store is invited to see one hundred 
cups and trophies presented to the con- 
test winners. 

It takes a lot of work to put on a drive 
of this sort, but there is a great deal of 
satisfaction in finding out that store 
people are human beings just like every- 
body else and that they respond to the 
emotional urges. It lifts us out of the 
routine, day-by-day store life, and brings 
unknown people into the spotlight as a 
reward for our intense efforts. If prop- 
erly done, it means more volume and 
net profit for the store. 
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Retail Prices, Consumer Income, and 
Consumer Expenditures 


A five-year record of retail prices and retail sales and of consumers’ income 
provides a basis for forecasting sales for the months just ahead. 


Of interest to every merchant and 
student of retailing are three indexes 
showing the movements of retail prices, 
consumer expenditure, and consumer in- 
come since 1929. The first of these is 
prepared by the Fairchild Publishing 
Company and the other two by the 
International Statistical Bureau. Care- 
ful study of the figures reveals clearly 
how these three elements, so important 
in retailing, have interacted, and should 
aid in forecasting future developments. 

The chart shows that consumer in- 
come and expenditures both reached 
their peaks in August 1929, and, along 
with prices, started a three-and-a-half- 
year decline. In late 1929 and again 
in the last half of 1930, income declined 
more rapidly than prices could be ad- 
justed downward, and expenditures quite 
naturally had to drop. It is interesting 
to note that the decline in income started 
in August 1929, whereas the decline in 
expenditures did not become definite 
until the end of the year. From the 
middle of 1931, the declines were parallel, 
with income always remaining compar- 
atively lower. This shows that con- 
sumers’ reserves had to be drawn upon, 
and income formerly used in other ways 
was deflected into consumer expenditures 
tomake up the difference between income 
and expenditures. 

Income and expenditures simultane- 
ously reached their low points in March 
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1933, after declining 58.2 per cent and 
45.6 per cent, respectively. Retai! prices 
rounded the low corner two monti:s 
later in May after a decline of 41.3 per 
cent, and joined in one of the most rapid 
advances in the history of the country. 
By August 1934, prices had risen 26.6 
per cent, expenditures 39.2 per cent, 
and income 74.7 per cent, or they had 
regained 37.8, 46.7, and 53.7 per cent, 
respectively, of their losses since 1929. 
The merchants may now well say to 
others, “You can best bring about our 
recovery by inducing customers to 
spend,” because consumer expenditures 
are trailing the other advances. 


WHAT THE FACTS FORECAST 


The trends during the last year give 
cause to look to the future with hope. 
The unsatisfactory condition which ex- 
isted at the end of 1933, that of rapidly 
rising prices and falling income and ex- 
penditures, coming as a rebound from 
the extraordinary rise of the summer, 
has been rectified. Prices have become 
fairly stable, having varied only 1.6 
points since January. Income has risen 
14.9 points or 19.3 per cent between 
January and August, while expenditures 
have risen 7.5 points or 9.3 per cent in 
the same period. It is interesting to note 
that, except for a short time in the latter 
half of 1933, the past six months are the 
first time since the golden days of 1929 
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INDEXES OF RETAIL PRICES, CONSUMER INCOME, AND CONSUMER EXPENDITURES, 1929-1934* 
(1930-1931 = 100) 


Retail Consumer Con- Reiail Consumer Con- 














— om  : ioe ee 
1929 1932 
 — 107.4 111.0 see eee 1. 3.3 85.8 73.8 
Se 109.3 118.2 |: 81.3 85.1 74.9 
eee 113.0 118.8 BEMGD? ....0555.4.2 BOA 78.2 va 
RO ey ela 108.7 123.8 I iS int Vu Staats 79.2 84.9 70.4 
ee eee eee 112.2 121.4 tere aa etre 78.2 78.9 68.3 
I ists koa da: Oe 116.3 124.1 NE Bile asic erase 76.8 78.9 63.3 
OS eee 111.2 124.4 July os 2a 75.4 65.7 
PE Sh eke chy ce as 116.5 126.7 a a ee 74.0 72.0 62.3 
September.......... 114.6 125.6 September.......... 73.6 73.9 63.6 
| eae ee 113.0 120.0 OUeeF.. ce. T3 74.0 62.1 
November.......... 118.4¢ 111.8 112.8 November.......... 73.3 68.3 62.8 
December........... 115.7 108.8 Oe 72.6 67.5 61.4 
1930 1933 
DS a 5 8s os 116.1f 106.1 103.2 re 71.8 68.9 58.1 
Ts a 107.8 107.8 oo ee 4.4 68.9 58.1 
Ere 108.3 103.5 eer 63.4 53.0 
is x hme nel Kes 106.9 109.7 | SR ae ees 69.7 74.7 56.7 
eR tear 110.3 109.3 ES Sov beKatua 69.4 74.2 68.0 
De ee ee eae 105.5 105.1 June.. 70.4 76.6 41.3 
i eect EE: SRS |S July... 72.3 79.2 81.9 
ee 106.4 97.0 ee re 76.1 84.7 83.3 
September.......... 100.9 99.1 September.......... 82.5 80.1 85.0 
i ee eee 102.2 94.7 October............. 86.0 76.5 81.2 
November. ......... 101.8t 97.9 92.0 November.......... 87.1 a7 80.3 
December. .......... 99 3 91.7 December........ 88.0 77.7 76.6 
1931 1934 
SPE EEE ES 100.0 100.1 83.9 Pre 88.0 80.7 77.7 
A eee 98.1 100.1 86.8 eee 88.5 80.1 79.2 
Maik allt OS 974 CR 3 |6(Math.............. BS C81 B64 
a ee ore 95.4 107.1 88.4 ee re 89.6 83.5 90.7 
a i ita ee ta a eer 89.4 87.0 94.1 
| eae 93.4 99.6 84.4 ONE 55d ace gats 88.6 85.5 93.9 
MCT e4sa445skiks<s, ee 95.6 87.3 July... 88.2 82.4 96.5 
ee eee 90.3 95.2 81.6 oo SIG ere 87.9 88 .2 92.6 
September,......... 88.9 89.6 81.3 September... ........ 87.7 86.3 
a ee 87.4 87.5 76.6 Sn re ee 
November. ......... 86.2 84.2 77.4 November.......... 
December........... 84.8 86.1 75.5 





* Fairchild index number of retail prices; income and expenditure indexes by International Sta- 
tistical Bureau; adjusted for seasonal variation. 

t Fairchild retail price index carried back by Mr. A. W. Zelomek and W. H. Fuldner. See 
Journal of Retailing, July 1932, p. 46. 
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RETAIL PricEs, CONSUMER INCOME, CONSUMER EXPENDITURES, 1929-1934* 
Average month 1930-1931 = 100 
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* Price index computed by Fairchild Publications, Inc. Income and expenditure indexes com- 
puted by International Statistical Bureau, Inc., and these are adjusted for seasonal variation. 


creasing much faster than expenditures, 
and consumers should be in a favorable 
financial position to begin greater buying. 

For use in short month-to-month fore- 
casting, the indexes are not, by them- 
selves, very useful, for there seems to 
be little or no relationship between the 
minor fluctuations of any one of the 
series and those of the other two series. 
However, the chart well shows that 
over long periods of time the indexes 
move rather closely together. The fact 
that, although there seems to be no 
correlation between the minor fluctu- 
ations of the indexes, both expenditure 
and income indexes hit their highs and 
lows almost simultaneously shows that 


great outside forces cause them to move 
together, and that these must be care- 
fully considered in retail merchandising. 

In preparing the chart, in order to 
make comparison possible, it was neces- 
sary to shift the original 1923-1925 base 
of consumer expenditures and the 1926 
base of consumer income to a 1930-1931 
base. Although this allows small inac- 
curacies to creep in, the error is not 
significant. The index of retail prices, 
though not started until January 1931, 
was used as extended back to 1929 by 
Mr.-A. W. Zelomek, of the Fairchild 
Publications, and Mr. Walter H. 
Fuldner. 

DonaLp W. HopcE 
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New Census of Retail Distribution 


Preliminary figures on the 1933 Census 
of Distribution recently released by the 
Bureau of Census reveal that retail 
sales in the United States in 1933 totalled 
nearly twenty-five and three-quarter 
billion dollars. This compares with 
total sales in 1929 of a little more than 
forty-nine billion dollars and measures 
for the first time the depth of the de- 
pression—even after taking into con- 
sideration the improvement in retail 
business occurring during the last half 
of 1933. 

In addition the report points out that 
the steady upswing of business during 
the last six months of 1933 can be 
measured by the abnormal pickup of 
employment, both on the full-time and 
part-time basis, as distinguished from 
the mere seasonal pickup evident in 
1929. 

Compared with the 1929 figures, as 
disclosed by the Retail Census of that 
year, the 1933 sales show a drop in 
retail volume of nearly 48 per cent. 
Full-time employment decreased about 


30 per cent and corresponding payroll 
about 47 per cent. Part-time employ- 
ment, however, increased and part-time 
payroll was nearly one and a half times 
as much asin 1929. There is practically 
no change in number of stores. The 
number of proprietors working in their 
own stores in lieu of employees increased 
61,981, or about 4.1 per cent. Table I 
summarizes the findings. 

Dr. Paul H. Nystrom draws an inter- 
esting conclusion from the fact that the 
number of active proprietors increased 
4.1 per cent over the 1929 figure. He 
believes this indicates an increase in 
the number of small unit businesses 
during the depression period, and he is 
confident that small businesses will 
continue to thrive and not be absorbed 
by chains. 

The preliminary figures also show that 
New York City, in common with the 
country and State, suffered a heavy loss 
in sales between 1929 and 1933. Its 
five boroughs transacted business total- 
ing $4,272,632,911 through 103,036 stores 


TABLE I 


UNITED STATES SUMMARY—RETAIL 


Number of stores............ 


Employment (average number throughout year). 


rs 

ee 

Proprietors (active)............... 

Ratio of part-timers to total employees... .... 

Ratio of active proprietors to total retail w orkers 
(employees and proprietors). . 


Full-time (amount)... 
Pettis Gameent)... . cee 
Average annual earnings per full-time em- 


* Not including compensation of proprietors. 


1933 1929 Py oe 
1,520,339 1,543,158 —1.5 
$25,700,712,000 $49,114,653,000 —47.7 
2,691,310 3,833,581 —29.8 
730,900 676,559 +8.0 
1,572,588 1,510,607 +4.1 
21% 15% +6.0 

31% 25%  +6.0 
$2,921,949 000 $5, 189,669 ,000 —43.7 
2,669 , 243 ,000 5,028 ,282 ,000 —46.9 
252,706,000 161,387 ,000 +56.6 
992 1,312 —24.4 
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in 1929, as compared with sales reaching 
$2,402,601,000 through 97,597 stores in 
1933. Again, Manhattan accounted for 
the largest percentage of the city’s total 
business. 

The new census reveals further that 
in 1933 department and variety stores, 
the general merchandising group, became 
a relatively greater factor than ever in 
mass distribution (see Table II). Total 


only furs or jewelry when furs and 
jewelry were not being bought—or 
furniture when people were doubling up 
and wiring the old stuff together to pull 
through what then looked like an endless 
struggle. Where ten merchants, all 
specializing, were finding it difficult and 
expensive to develop and attract a few 
customers out of 1,000 consumers, the 
more generalized stores were serving 


TABLE IT 
HOW THE BUSINESS GROUPS FARED AS SHOWN BY THE SUMMARY OF NINE STATE REPORTS* 

. 1933 . Per cent 1929 Per cent pi chen 

Group esr! yp to total aoa ~~~ to total since 
Re 32 Re Odes Shape $1,282,615 100.0 $2,663,602 100.0 —51.8 
RN 28 on, 5a sere siastara ies rane , 302 ,968 23.6 488 , 895 18.3 —38.0 
Restaurant e70un........ 5.60 nc. 55,527 4.3 79 ,587 2.9 —30.2 
Farmers’ supply and country general.. 181,871 14.1 506,261 190 —64.0 
General merchandise group............ 195,597 15.2 323 ,394 12.1 —39.5 
po, sees 63 ,044 49 140 , 606 5.2 55.1 
Automotive group................ Uae 247,169 19.2 555,478 20.8 —37.5 
Furniture and household group.......... 43,299 Sus 129,127 48 -66.4 
Lumber, building, hardware group....... 76,246 5.9 202 , 854 7.6 —62.8 
ee ts ee ee : 116,894 91 237,201 8.9 —50.7 


* State reports available from Alabama, Arizona, Arkansas, Delaware, Maryland, Mississippi, 


Nevada, North Dakota, Wyoming. 


retail sales in 1933 were 47.7 per cent 
below the 1929 volume, but five business 
classifications gained in relative impor- 
tance. These are food stores, restau- 
rants, filling stations, drug stores, and 
department and variety stores. 

Mr. John Guernsey, editor of the 
Retail Ledger, who was in charge of the 
retail census, explains the situation as 
follows: 

“The increase in relative importance 
of the general merchandise group—in- 
cluding dry goods, variety, and depart- 
ment stores—can be attributed primarily 
to the strategic advantage of a wide 
diversity of merchandise, mass promo- 
tion, and superior location, in contrast 
to equally well-managed but more 
vulnerable specialized stores. Picture 
the plight, for instance, of a store selling 


the 1,000 with something, and by 
proximity and convenience and _ pre- 
ponderance of promotional effort were 
selling also the very merchandise the 
specialized stores could not attract the 
people into their stores to buy.” 

Mr. Guernsey points out that food 
stores and restaurants held up well 
during the depression because ‘‘the food 
price level did not fall as far as did the 
general price level,’ and in addition 
people continued to eat even though 
they did not satisfy all of the other 
primary needs. 

“Drug stores improved relatively 
(went back less) partly because of more 
liberal liquor regulations but primarily 
because so much of their business is in 
or near the field of necessities.” 

RIcHARD L. RotH 
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Survey of Personal Salesmanship in 


New York and St. Louis 


DorotHuy E. THOMAS 


Five hundred and fifty shoppings of advertised goods were made in New 
York and six hundred and three in St. Louis to determine the facts in regard 


to the caliber of salesmanship in department stores. 


These facts should 


prove of great value in training salespeople. 


A customer who shops for advertised 
merchandise finds the salesperson gen- 
erally knows about the advertised item 
but has rather poor selling technique. 
The sales volume, therefore, is sub- 
stantially reduced by a decided lack of 
“follow through” in the last link of what 
might be a real selling chain. Well- 
planned advertising will bring people 
into the store, but in order to ensure 
the maximum sales volume the personal 
selling must be as efficient as the ad- 
vertising. 


SCOPE OF STUDY 


Results of 1,153 recent shopping re- 
ports to determine the salesperson’s 
reaction to advertised merchandise re- 
veal some startling facts which can be 
used as a basis for constructive training 
work in stores. The purpose of this 
survey was to determine what happens 
when the customer comes into a depart- 
ment or specialty store in response to 
advertised merchandise. 

In St. Louis the Better Business 
Bureau Committee of the Women’s 
Advertising Club, in coéperation with 
retail-selling students at the Hadley 
Vocational School, sponsored 603 reports 
in 11 different stores. In New York, 
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the General Advertising Department of 
the Hearst newspapers made 500 shop- 
pings and students in the School of 
Retailing 50, making a total of 550 
shoppings in 18 stores. 

Although the investigators were not 
the same in both New York and St. 
Louis, the same forms were used. The 
careful reports from the customer’s angle 
warrant a recognition of present tend- 
encies in stores. 

A study of the accompanying copy 
of the survey blank and of the results 
in the two cities is of particular interest 
in trying to establish a closer tie-up be- 
tween the advertising, merchandising, 
and selling divisions. While the results 
are here analyzed only by cities and by 
steps in the sale, the original data will 
allow analysis by individual stores and 
by types of merchandise. 


OPENING THE SALE 


One of the outstanding facts revealed 
was that three quarters of the sales- 
people investigated opened the sale 
rather than waiting for the customer to 
express her wants. This shows that 
training the salesperson to represent the 
store as a hostess or a host has succeeded 
to a considerable extent. However, a 
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large number of the salespeople used 
the stereotyped approach of “May I 
help you?” In New York, it was found 
to be used in 13.5 per cent of the cases 
while in St. Louis it represented 16.7 
per cent of all the shoppings. 

It was interesting to note that the 
idea of the merchandise approach (the 
salesperson opening the sale by making 
a remark about the item in order to 
create or increase the customer’s interest) 
has taken hold to the extent of 16.5 per 
cent in New York. In St. Louis it was 
4 per cent. Other remarks salespeople 
used as openings varied considerably— 
from ‘‘Something?” to “Can I help you?” 
and many, many others, too numerous 
to list individually. 

Following the consideration of various 
things said as “‘approaches,”’ it is inter- 
esting to learn that 24.4 per cent of the 
salespeople in New York and 19.9 per 
cent in St. Louis said nothing at all to 
open the sale. The customer in these 
cases found no verbal welcome. In too 
many cases, the manner of opening the 
sale was mechanical. The customer- 
shopper often felt the opening greeting 
or remark was “‘without interest” on the 
part of the salesperson. In New York 
16.5 per cent of the shoppings and in 
St. Louis 13.9 per cent illustrated this 
lack of interest. 


KNOWLEDGE OF ADVERTISED GOODS 


When the customer asked for adver- 
tised merchandise, most salespeople 
knew about the advertising. New York 
showed 98.5 per cent while St. Louis 
showed 92.9 per cent. However, in an 
earlier New York University survey, 
8 per cent of the New York salespeople 
shopped were not acquainted with the 
fact that goods in their departments 
were advertised. While stores have 


made a definite effort to stress the im- 
portance of knowing what is advertised, 
the way the salesperson presents the 
merchandise is weak. The shoppings 
showed that 31.5 per cent of the sales- 
people in New York and 24.4 per cent 
in St. Louis were actually indifferent. 
The salesperson’s expressed knowledge 
of advertised merchandise could have 
been improved materially, as section IV 
of the tabulation shows. 


MEETING OBJECTIONS 


One of the key questions of the survey 
brought out the salesperson’s ability to 
meet the familiar objection, ‘This isn’t 
exactly what I wanted.” In_ both 
cities, over one third of the salespeople 
did nothing constructive in meeting 
this objection voiced by the customer. 
However, it is gratifying to stores to 
note that when the salespeople did do 
something in answering this objection 
well over 40 per cent volunteered some- 
thing higher priced. This evidently 
shows the results of training to sell 
higher priced merchandise. 

The customer’s impression of the 
salesperson’s appearance was decidedly 
in the “good” and “excellent” classes. 
A small number was found to be in the 
“medium” group and a negligible num- 
ber in the “poor” classification. 


CLOSING THE SALE 


One decided weakness was that the 
salesperson too often had no interest in 
thanking the customer for the call. In 
New York 64.5 per cent failed to thank 
the customer and in St. Louis 37.6 per 
cent neglected this important recogni- 
tion of appreciation. In carrying this 
courtesy still further it was discovered 
that only 28.9 per cent of the New York 
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salespeople (out of the 550 reports) 
thanked the customer with a spirit of 
feeling. The St. Louis results showed 
that 53.6 per cent (out of 603 reports) 
thanked the customer with feeling. 
Over three fourths of the customers 
in both cities felt they were dismissed 
with courtesy. The survey shows defi- 
nitely, however, there is a decided op- 
portunity for constructive work to train 
the salesperson to make some remark to 
bring the customer back to the store 
again. Only 35.2 per cent of the New 
York salespeople mentioned this. In 
St. Louis, 54.6 per cent made a definite 
remark to have the customer return. 


NEED FOR GREATER SELLING EFFORT 


In conclusion, therefore, the shoppings 
show the glaring situation that although 
salespeople have been informed about 
the advertised merchandise, or have in- 
formed themselves about the offerings, 
there is a decided weakness to make the 
items appear in the best light when 
customers actually come into the store. 
The desired selling push is lacking. Per- 
haps this is partially due to the experi- 
ence of having large numbers of seeming 


“Jookers” during a period of reduced 
incomes when the salespeople have con- 
sidered it useless to exert themselves 
very much to encourage buying. From 
the point of training for maximum 
selling, there is an emphatic need for a 
more interested, aggressive spirit on the 
part of the salesperson. Merely know- 
ing that merchandise is advertised is 
such a small part of the job. The selling 
points must be told to the customer in 
an effective manner, and often demon- 
strated, to create the necessary interest 
for buying. Likewise, objections must 
be met—not ignored. 

Stores can very profitably test out 
their own salespeople with the shopping 
report form printed with this article. 
Weaknesses can be detected easily. 
Suggestions for individual follow-up 
naturally develop. In a number of the 
stores investigated the reports have been 
used toa decided advantage for individual 
follow-up work with salespeople. To do 
an effective job of moving merchandise, 
advertising cannot be expected to carry 
the whole load. There should be suffi- 
cient training to produce salespeople 
who actually sell. 


RESULTS OF SURVEY OF SALESPEOPLE’S REACTIONS TO ADVERTISED 
MERCHANDISE 
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RESULTS OF SURVEY OF SALESPEOPLE’S REACTIONS TO ADVERTISED 


MERCHANDISE (Continued) 
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RESULTS OF SURVEY OF SALESPEOPLE’S REACTIONS TO ADVERTISED 
MERCHANDISE (Continued) 


(Note: Some salespeople did more than one of the above things in an individual sale. 
Therefore, the per cent figures for New York are based on 600 and the figures for St. 


Louis are based on 607.) 
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Current Retailing Events 


ELMER O. SCHALLER 


Probably the most significant trend 
in retailing in the last three months is 
the change of attitude of many mer- 
chants regarding NRA. Former staunch 
supporters of the Administration, ob- 
serving widespread violations of the 
codes, find their faith in NRA weakening. 
The difficulty of enforcement, and the 
numerous recent court decisions against 
various codes, is seriously affecting the 
morale of business men. There is a 
good deal of uncertainty as to the future 
actions the Government will take in 
revising the codes. This uncertainty 
together with loud protests against the 
AAA in certain farming sections are 
discouraging to those who had great 


confidence in government regulation of 
industry as the way out of the depres- 
sion. On the other hand, a revision of 
the NRA administration and a simpli- 
fication of codes may restore part of 
the lost confidence. 


Unemployed labor is creating a rather 
unexpected menace to retailers in the 
form of consumer codperative stores. 
In the middle west, numerous groups of 
unemployed men and women are estab- 
lishing their own stores by selling shares 
of stock at fifty cents or a dollar a share. 
Although these semipolitical organiza- 
tions are only in the formative stage, 
they are potential competitors of pri- 
vately operated retail stores. 
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In spite of the objections of retailers, 
it appears that some form of social 
insurance is to be established. Al- 
ready, Wisconsin has passed a law that 
the unemployed be supported by the 
owners on whose payroll they appeared 
before they became unemployed. In 
New York State the question of com- 
pelling employers to set up a reserve 
for payment of the unemployed will be 
considered at the coming session of the 
legislature. Both the Republican and 
the Democratic parties are favorable to 
the enactment of social insurance 
legislation. 

Retailers, realizing that they are not 
getting sufficient representation in Wash- 
ington or enough publicity for their 
views, are organizing a national asso- 
ciation comparable to the National Asso- 
ciation of Manufacturers and the Ameri- 
can Federation of Labor. The dilemma 


of retailers caused by labor strikes, high 
wholesale prices, consumer reaction 
against high retail prices, and numerous 
government regulations indicate the 
need for such an organization. Al- 
though the Retailers’ Nationa! Council 
is only in the promotional stage, it is 
hoped that its growth will not be 
delayed. 


However disconcerting the rising 
wholesale price level accompanied by a 
falling off of retail prices may be to 
retailers, these tendencies are encourag- 
ing to the economist. The increase in 
consumer income and an improved in- 
ventory position of consumer goods is 
beneficial. The settlement of important 
labor strikes likewise points to a resump- 
tion of business activity. Due con- 
sideration, however, must be given to 
the increased price of food, especially 
meat. 


Book Reviews 


Retail Accounting, by Cecil K. Lyans 
and Norris A. Brisco. New York: 
Prentice-Hall, Inc., 1934, 590 pages. 


As a continuation of the Retailing Series, this 
book is probably the first comprehensive treatise 
on the application of accounting principles to 
retail-store operations. Because of the many 
special conditions existing in the merchandising 
business, accounting procedures and devices 
must be developed which are peculiar to this 
field alone. For example, the necessity for 
detailed sales audit and analysis, for careful 
inventory control, for the handling of C. O. D. 
transactions, all put emphasis on specific phases 
of accounting technique not ordinarily en- 
countered in general accounting practice. 

Retailers and students will therefore welcome 
Retail Accounting for filling admirably a long- 
felt need. The book covers all store-accounting 
problems from the journal to the final statements 
and explains procedures applicable to large and 
small stores alike. Many systems, representing 


the variety of practice that is encountered in 
stores of different sizes and types, are analyzed 
back to the principles involved. 

The material is arranged so that in addition 
to being an excellent reference and study book 
for retailers, it may be used as a text for college 
and school courses. 
occupy a permanent position as the standard 
text and reference work in the field. 

OP 


Retail Accounting should 


Industrial Marketing, by John H. Fred- 
erick. New York: Prentice-Hall, 
Inc., 1934, 392 pages. 


This book is a much needed addition to the 
field of marketing literature. Although a good 
deal has been written on the subject of general 
marketing, little deals comprehensively with 
that vast quantity of products and services 
utilized by industry in producing goods for the 
use of the ultimate consumer. Nearly one half 
of all the marketable goods produced in this 
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country are used up in the production processes. 
The problems involved in this marketing process 
are quite different from those encountered in 
marketing to the consumer. The channels of 
distribution, methods of selling, the technique 
of market surveys, and other fundamental 
problems of marketing have a peculiar appli- 
cation to the field of industrial goods. 

Dr. Frederick presents a detailed discussion 
of market analysis, trade channels and middle- 
men, the marketing forces of personal salesman- 
ship and advertising, matters of policy, 
marketing costs, and the activities of trade 
associations. To bring the work up-to-date, 
these subjects are, in so far as possible, related 
to the National Industrial Recovery Act, and 
to the various codes of fair competition. 

O. P. R. 


Unfair Trade Practices: How to Remove 
Them, by Lincoln Filene in collabora- 
tion with William Leavitt Stoddard. 
New York: Harper and Brothers, 
1934, xii + 134 pages. 


Today government relations to industry have 
stimulated the development of methods which 
will largely eliminate the most serious unfair 
trade practices. These methods, as well as a 
glimpse into the future based upon the past 
and present, are set forth. 

The evolution of the movement towards 
fairer trade practices and the economic effect 
of continued friction between production, distri- 
bution, and consumption are revealed in such 
an interesting, logical manner that the layman 
can gain much by reading this new book. 

The authors believe that “the experiment 
represented by the NRA is fundamentally an ex- 
periment of removing many restrictions that have 
hampered business and at the same time giving 
business both the permission and the impetus 
to establish self-government under basic condi- 
tions set forth in law, with supervision by the 
Federal Government. 

“The next few years will reveal whether Ameri- 
can business, on the one hand, has the requisite 
capacity and impartiality to undertake and 
discharge these new obligations, and, on the 
other hand, whether the government can be at 
once sufficiently tolerant, realistic, and strict, 
to allow the experiment to succeed.” 

In an optimistic atmosphere the authors 


draw their conclusion concerning where business 
is being led as a result of the elimination of un- 
fair trade practices. They believe that the 
present experiment will evolve a government 
agency which will say to business, “Lay down 
your own plans, submit them to us. Those that 
you cannot agree upon we will work out with 
you constructively. When the plans have been 
set up, then it is for you to govern yourselves. 
We are to coérdinate and, if you do not live up 
to the rules, to step in and enforce.” 
R. L. R. 


Chain Store kxpenses and Profits: 
an Interim Report for 1932 and 
Expenses and Profits of Variety Chains 
in 1932, by Malcolm T. McNair. 
Boston: Harvard Bureau of Business 
Research, 1934, 34 pages. 


Since 1929, chain stores, like other businesses, 
have found it more than difficult to operate at a 
profit. Just how the six different types of retail 
chains—variety, department store, department- 
store ownership, shoe, drug, and grocery chains 
weathered the storm at the height of the depres- 
sion is brought out by the seventh of the series 
of chain-store studies by the Harvard Bureau 
of Business Research: Chain Store Expenses and 
Profits: an Interim Report for 1932, issued in 
August 1934. 

The onset of the depression found many chains 
launched on wide expansion projects, and that 
along with severe deflation in prices, carrying 
down dollar sales volume, created a critical 
problem. Adding to their misery was the 
mounting governmental expenses, retail sales 
taxes, and in some States antichain legislation. 

But in spite of all this, variety chains and 
grocery chains were the two types of chain-store 
enterprise to turn in a clearly profitable per- 
formance, both on the basis of average figures 
and median figures. Department-store chains 
and department-store ownership groups showed 
definite losses on both bases. 

In the drug and shoe field the situation was 
mixed. Profits among the drug chains were 
shown primarily by a few large concerns and 
not by the general run of drug chains. This 
situation appeared to be reversed in the case of 
the shoe chains. The bulk of the shoe business 
was done at a loss, but the typical small chain 
operated profitably. 
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The report, which includes 24 detailed tables, 
gives an analysis of the operating results for 
each of the six classifications of retail chains, 
showing both the aggregate figures and the 
median and range figures. Figures also are 
given for net sales, number of stores in each 
group, average sales per store, net cost of 
merchandise sold, gross margin, all expense 
items, net profit or loss and net gain, rate of 
stock turn, and distribution of stores among 
cities of various size. Where the data was 
available comparisons were drawn between the 
1931 and 1932 figures. In other cases large and 
small chains within one group were compared. 

Factors leading to a profit of 5.13 per cent 
of net sales in the variety chain group for 1932 
are analyzed more fully in a separate bulletin 
issued in June 1934 by the Harvard Bureau of 
Business Research. This bulletin, Expenses 
and Profits of Variety Chains in 1932, reveals 
the operating results for that year, compares 
large and small chains, and the recent year-to- 
year changes in operating results. 

R. L. R. 


Truck Selling, by Lars J. Sandberg. 
Boston: Harvard Bureau of Business 
Research, 1934, 34 pages. 


Simultaneous selling and delivery as an im- 
portant development in wholesale food distri- 
bution is discussed by Dr. Lars J. Sandberg, 
assistant professor of marketing in the Harvard 
Business School, in a recent publication of the 
Harvard University Graduate School of Busi- 
ness Administration (Business Research Study 
No. 7). 

According to Dr. Sandberg, truck selling is 
employed by two groups of distributors: truck 
wholesalers or “wagon jobbers,” and manu- 
facturers. Truck wholesalers, although numer- 
ous, are relatively unimportant in wholesale 
food distribution and account for less than } of 
1 per cent of the wholesale sales of the goods 
concerned. Manufacturers, however, forced 
into extreme product specialization and expen- 
sive specialty selling by such far-reaching 
changes as the declining position of the wholesale 
grocer, the increased importance of perishable 
food products, the development of chain grocery- 
store companies, the formation of voluntary 
chains, and the private-brand activity of dis- 
tributors, have found truck selling the one 


method which has brought about rea! economies 
in distribution. 

Dr. Sandberg traces the development of 
truck selling since colonial days, and describes 
its present extent. He analyzes its present 
form, showing the structure, procedure, ad- 
vantages and disadvantages, weaknesses and 
strong points in each of several specific busi- 
nesses. Recommendations are made for cor- 
recting some of the weaknesses. Upon the 
analysis he bases a forecast of future develop- 
ments in the truck selling field. 

D. W. H. 


Retail Operating Costs within a Metro- 
politan Community, by I. K. Rolph 
and E. J. Carrol. Washington, D.C.: 
U.S. Department of Commerce, 1934. 


Something really new in the retail field is 
the study of costs of doing retail business accord- 
ing to location within a city, just completed 
by I. K. Rolph and E. J. Carrol in the Domestic 
Commerce Division of the Bureau of Foreign 
and Domestic Commerce, and published in a 
pamphlet entitled “Retail Operating Costs 
Within a Metropolitan Community.” 

The need for such a study appeared when it 
was realized that only a hypothetical knowledge 
existed as to the differences in operating costs 
between businesses located in the concentrated 
downtown district and businesses located out- 
side that area. A further result of the study is 
that specific information is provided as to the 
kinds of business most needed at downtown 
locations. 

Data for the analysis came from the confi- 
dential returns of the 1930 Census of Distri- 
bution, and apply to the St. Louis area. 

Some very interesting conclusions have been 
drawn by Messrs. Rolph and Carrol. They 
have decided that the average operating-expense 
ratio for all retail businesses combined is lower 
at locations in the rest of the city than in the 
central shopping district. Exceptions are de- 
partment stores, variety stores, and 
highly specialized kinds of business. 

However, of 70 lines of trade with represen- 
tation in both the central shopping distric’ and 
the rest of the city, 37 lines have lower total 
operating-expense ratios when located in the 
central shopping district. These lower expense 
ratios nearly always follow increased sales. 


some 
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Statistics show that of the major classifi- 
cations, the food and automotive groups are 
located outside the central shopping area, prob- 
ably because of high expense ratios. 

It is usually only the large operators that 
are found in the central district. A large per- 
centage of sales concentrated in a small per- 


centage of stores shows the importance of these 
large operators. 

The study is of interest not only to the re- 
tailer, but also to the city planner, the trans- 
portation authority, and all construction inter- 
ests for the light it throws on the trend of city 
development. D. W. H. 


Editorial— Coordinating Sales- Promotion 
Activities 


One of the most heartening develop- 
ments of the last four years has been 
the readiness—even eagerness—of re- 
tailers to question the wisdom of long 
established methods of organization and 
operation. Four lean years have caused 
store managements to subject traditional 
methods of operation to microscopic 
examination. No department has es- 
caped searching scrutiny in the frenzied 
attempts of store executives to bolster 
up declining sales volume and to 
reduce mounting expenses. Attention 
has been directed, especially, towards 
a closer codrdination of all the selling 
activities of stores. 

Two of the proposals made in the 
last few months for improving the sales- 
promotion activities of department stores 
have attracted wide attention. At the 
June 1934 convention of the National 
Retail Dry Goods Association, Mr. Paul 
E. Murphy, Advertising Manager of 
Frederick Loeser and Company, Brook- 
lyn, and chairman of the sales-promotion 
division, presented the recommendation 
of a special committee of promotion 
experts that the salesforce be placed 
under the supervision of the sales- 
promotion manager. 

The committee advised that this 
shift be made, first, in order to place 
the salesforce under the direction of a 
sales (rather than a management) execu- 


tive; second, in order to give full author- 
ity over this important selling agent to 
the executive who is held jointly respon- 
sible with merchandisers for sales resuits; 
and, third, in order to codrdinate all 
selling activities under one executive, 
instead of dividing responsibility, 
thereby ensuring a better informed 
salesforce and a consequent reduction in 
selling costs. Some advocates of the 
proposed reorganization suggest the 
modification that personnel control be 
divided so that nonselling employees 
would continue to report to a manage- 
ment executive and salespeople to a 
sales supervisor who would head up to 
the sales-promotion manager. 

Despite the several undeniable ad- 


vantages of having the salesforce report’ 


to the sales-promotion manager, many 
retailers oppose such a drastic change 
in organization plans. They contend 
that equally effective codrdination can 
be secured, without changing existing 
lines of responsibility, by having the 
personnel manager work in codperation 
with the sales-promotion manager. 
They believe, furthermore, that person- 
nel work is of sufficient importance to 
warrant a place as a fifth major division. 

Recently, a number of enterprising 
retailers have proposed that the credit 
department, too, should be placed under 
the supervision of the sales-promotion 
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manager. While it is true that every 
department which contributes, directly 
or indirectly, to the promotion of profit- 
able sales should be closely coérdinated 
with sales promotion, there is little 
justification for placing the credit de- 
partment under the jurisdiction of the 
sales-promotion manager, except in those 
stores that use credit extension as a 
promotional feature. 

Whether the needed coérdination of 
sales-promotion activities is brought 
about by realignments of organization 
or by some other method is, in the final 
analysis, a problem that each store must 
solve for itself. Every store, however, 
might profitably study the plan in 
operation at William Filene’s Son Com- 
pany, Boston, where sales-promotion is 
viewed as everybody’s job, rather than 
as a one-man or a one-division job. 
This store has formed a sales-promotion 
committee that includes in its member- 
ship all the executives who are direct 


subordinates of the merchandise mana- 
ger, store manager, controller, and 
publicity manager. The committee of 
the thirty executives elects its own chair- 
man. Weekly meetings are held so that 
all departments concerned are informed 
of every promotion suggested or planned. 
In this way, the advertising manager, 
display manager, divisional merchandise 
managers, personnel director, service 
superintendent, operating superintend- 
ent, credit manager, expense controller, 
training director, and all other interested 
department heads have an opportunity 
to offer suggestions and criticisms and 
to prepare for planned promotions. 

The Filene committee plan is recom- 
mended especially because it tends to 
eliminate the artificial barriers and the 
petty jealousies that seem to be by- 
products of the four-division store 
organization. 


C.M.E., Jr. 


Contributors’ Column 


Mr. Herman Levinson graduated from the School of Retailing last June 


with the master’s degree. 


partial fulfillment of his degree requirements. 


He made the study presented in this issue as a 


He is now with Stern 


Brothers, New York, in a merchandising capacity. 

Mr. James Rotto is publicity director of the Hecht Company, Wash- 
ington, D.C. Under his direction, this store has achieved an outstanding 
record in the execution of its sales-promotion campaigns. 

Miss Dorothy E. Thomas is head of the Retail Selling Department, 
Hadley Vocational School, St. Louis, Missouri, and Chairman of the 
Better Business Bureau Committee of the Women’s Advertising Club 


of St. Louis. 


She is a graduate of the University of Illinois and has 


taken postgraduate work in the School of Retailing. 
Other writers are members of the Board of Editors. 





